Peak oil: weaning Europe off its oil addiction

On 3™ May 2011 experts debated the readiness of our society to peak oil, i.e. when oil will have
reached its global production peak, with European Commission representatives at a conference co-
organised by the Greens/EFA at the European Parliament and ASPO International (the Association for

the Study of Peak Oil & Gas). It seems the idea of peak oil is still not very present in the minds of
decision-makers as well as in models they use to underpin their decisions.

What is peak oil?

For Kjell Aleklett, Professor at the Uppsala University in Sweden and President of ASPO International,

peak oil is a religion. He is “not a priest, but a scientist”, as he describes himself. In other words, he
bases his assumptions on solid scientific evidence. His bottom line is that oil is a finite natural
resource, subject to depletion.

In 2002 ASPO expected that the peak of global oil production was to be reached around 2010, with
85mb/d (million barrels per day). This was rather optimistic because the actual global crude oil
production was in reality 83.2mb/d. The amount of oil produced daily is equivalent to a 350 metre-
high barrel (or cylinder) with a base diameter of 200 m of oil produced daily.

In the 1960’s one new oil field was discovered per day on average over a 10 year period. This is when
the majority of oil was discovered. Since then, not only has the number of discoveries sharply
decreased but also the size of the fields discovered. Today, the “desperate push to find oil” by oil
companies makes them drill deeper and deeper into the sea and deeper and deeper into the seabed,
with all the dangers that such activities entail (ref: BP’s Deep Water Horizon disaster).

Can this lack of production be compensated? Well, agriculture cannot provide for enough biofuels to
compensate, simply because there would be too much competition with food production. In other
words, the world’s population needs the equivalent of 12mb/d of energy in food and to produce
these calories (in the form of food), some 60mb/d are needed, mostly from oil.

For Prof. Aleklett, drilling in Arctic is not worth the environmental risk, because the output would
anyway be too small to fulfil the needs for oil to maintain current oil supply levels. The decline is of
2% per year in production and even the best prospects of unconventional oil supply would only be
able to compensate for two years of loss of oil supply from existing oil fields. The IEA In its World
Energy Outlooks edition every other year, the IEA regularly revises its oil production prospects for
2030 downwards.

Poor awareness on peak oil

Clearly, there is an urgent need to reflect the threat of peak oil in government's and company’s
strategies. Volvo Trucks was the first one to endorse peak oil in its company strategy, as one of their
driving lines for future production. The Swedish government has appointed a commission which aims
to make the country less dependent on oil by 2020.

Jeremy Leggett, from the UK Industry Task Force on Peak Oil and Energy Security, acknowledges that
the UK is the only country so far to have a committee studying peak oil. Its members are industry
representatives from transport, energy and other sectors concerned by peak oil.



The Task Force has issued whistle blowing reports calling for proactive action in view to peak oil and
its high risk consequences. The Task Force lobbies for an acceleration of policies to decarbonise the
economy and to develop contingency plans. But Mr Leggett acknowledges that the idea of peak oil
scares decision-makers and is considered “too risky” by politicians to explain to the population.

They prefer to rely on data provided by the oil industry itself. The latter is rather dismissive of peak
oil, despite some majors investing in renewables (Total) or being cautious in their assumptions
(Shell). Mr Leggett even puts forward the possibility of a “systemic failure” in the predominant
paradigm. In other words, what happened in the financial sector could very well happen in the
energy sector, i.e. a collapse of confidence leading to a panic and an “energy famine” because of a
lack of readiness.

In Brussels, peak oil is not reflected in the policies touching upon the oil sector. Qil is rather
considered as a fossil fuel whose share has to be shrunk in order to curb carbon emissions. Since
transport is very dependent on oil, “less oil means less transport”, as Lord Oxburgh, ex-shell
President says.

“We don’t want to jeopardise mobility”, answers Marjeta Jager, Director for general Policy at DG
MOVE, but “move away from oil”. DG MOVE issued on March 28 a White paper on future transport
policy, which sets, as one of its goals, a target of 60% cut in CO2 emissions from transport by 2050
compared to 1990 levels.

The white paper sets ten indicative goals on urban transport, long distance transport, regional travels
and passengers. Some forty actions will be implemented. But “it will take decades” for transport to
shift from a 96% dependency to oil.

For Jan Panek, Head of Unit “Coal and Qil” at DG Energy, the issue of peak oil is rather an emotional
topic. He believes in the models used by the European Commission (eg. PRIMES) because “policy-
makers cannot take gambles”, and certainly not in energy policy. The PRIMES model does take
account of a decline in oil consumption.

He recalls that in 2006, the Forum of Berlin on fossil fuels, made a statement which draws the
guidelines for an action plan for oil: make the best use of finite energy resources; stretch available
reserves; improve market functioning; and improve emergency mechanisms. All these priorities are
already reflected in the EU’s energy policy, he says.

As for emergency readiness, the EU is indeed well prepared, but only for short-term supply
disruption, not for long-term and steady decline in oil supplies.

Improving understanding

Tassos Haniotis, Director for Economic analysis, Perspectives and Evaluations at DG AGRI,
acknowledges the fact that part of the agriculture output being used for producing biofuels has an
impact on fuel supply. Nevertheless, he thinks that, up to a certain level of demand and when oil
prices are low, biofuel use has no impact on food supply .

As all commodities’ sectors are interlinked, he recognises that the drivers of the relationship
between food and fuel supply (fundamental and others) are difficult to grasp and that explanations



are only partial. There are number of uncertainties surrounding exchange rates, imbalances of
markets, available technologies, population growth rate and on patterns of economic growth. For
him, “prices will tell us to change our lifestyle” anyway.

Getting the right data to feed models is essential. The EU is also engaged with others (eg. within
JODI) in improving the accounts on oil reserves. But this is a real concern, since there can be a huge
difference between the estimated reserves and the real ones, according to Lord Oxburgh. “The
recovery factor is a crucial one”, warns Prof. Aleklett. Here, all we have is the official figures, and no
real means of verifying it.

MEP Claude Turmes, Vice-president of the Greens, points out the opacity of EU modelling and
forecasting, leading to a lack of confidence: “Some Member states don’t believe them”. He hopes
that the roadmap 2050 gets peer reviewed and shows more transparency than usual similar
exercises from the EU Commission.

For him, a holistic view should be considered in policy making, otherwise “we’ll jump from one
problem to the other”. Biomass definitely has to be included in the picture, ie. considering where it it
is produced, the impacts on biodiversity and the split between the uses of biomass (food vs energy).
Nuclear must also be included into the risk picture.

He also points to the necessity of taking peak oil into account within our development cooperation
policy, as developing countries would be the first ones to suffer from a peak oil crisis, namely
because of the impact on food prices.

Preparing for transition

If Mankind's development on the planet depends on finite resources, as Lord Oxburgh says, peak oil
“is only one manifestation of the finitude of our planet’s resources”, warns Green MEP Philippe
Lamberts. Or in other words, with our current lifestyles, “we are reaching the boundaries”. This is
why, in the context of the next industrial revolution, the winners will be the ones who encompass the
limits of our planet’s resources. In China, for example, there is much more awareness of critical limits
because they have been quickly reached, due to the fast development of the country.

“Oil will go where people have money to pay for it”, suggests Lord Oxburgh. Fair enough, but life
would be very different with a barrel price at $200 or even $300. The EU should invest more in R&D
to understand peak oil and to help readiness. Perhaps we should study at what speed society could
move to help to prepare for peak oil, suggests Claude Turmes.

Lord Oxburgh is optimistic: the drink-and-drive habit in the UK was totally reversed in a decade. But
in the case of peak oil, something is still missing: the involvement of governments. At the end of the
day, the awareness of peak oil should reach the hearts of people and in turn reach the hearts of
decision-makers and lead to proactive measures and better readiness, suggests P. Lamberts. Peak oil
has still a long way to go to be taken into account of our development patterns.



